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Once we have collected the WBS and applied a time-phased budget breakdown to it, we can create 
the project’s baseline. The baseline is important because it’s the standard against which we are going 
to compare all performance, cost, and schedule data as we attempt to assess the viability of the project 
as it is progresses. This baseline, then, represents our best understanding of how the project should 
progress. How the project is actually progressing, however, is, of course, another matter.

Why Use Earned Value?
Let us illustrate why the EVM method is valuable using the Project Tracy example. Return to the 
information presented in Table 3.5, which was plotted on the project’s S-curve in Figure 3.16. 
Assume that it is now week 30 of the project and that we are attempting to assess the project’s 
status. Also assume that there is no difference between the projected project costs and the actual 
expenditures; that is, the project’s budget is being spent within the correct time frame. Nevertheless, 
suppose we were to discover that installation was only half-completed, and project testing had not 
yet begun. This example illustrates the problem with using S-curves and the strength of EVM. A 
project’s status is relevant only when some measure of performance is considered in addition to the 
budget and elapsed schedule.

Consider the revised data for Project Tracy listed in Table 3S.6. Note that as of week 30, the work 
packages related to design and engineering have been totally completed, whereas the installation is 
only 50% done, and testing has not yet begun. The percentages completed are based on the project 
team’s assessment of the current status of the completion of the work packages. The question now 
becomes, what is the earned value of the work done to date? As of week 30, what is the status of this 
project in terms of budget, schedule, and performance?

TABLE 3S.6: Activity Completion Percentages for Project Tracy

DURATION (IN WEEKS)

5 10 15 20 25 30 35 40 45 % COMP.

Design 6   2 100

Engineer   4   8   8   8 100

Install   4 20   6 50

Test   2   6   4   2   0

Total 6   6   8 12 28   8   6   4   2

Cumul. 6 12 20 32 60 68 74 78 80

Calculating the earned value of these work packages is fairly simple. As Table 3S.7 shows, we can 
modify the previous table to focus exclusively on the information we need to determine the earned 
value. We do so by multiplying the percentage of each work package completed by its planned value 
(budgeted cost) to determine the earned value to date for the package as well as the overall project. In 
this case, the project’s earned value at the 30-week point is $51,000.

We can then compare the planned budget against the actual earned value using the project’s orig-
inal budgeted baseline, as shown in Table 3.5. This allows us to assess more realistically the status 
of the project because the earned value is plotted against the budget baseline. Compare this figure 
with the S-curve in Figure 3.16. Recall that by the end of week 30, our original budget projections 
suggested that $68,000 should have been spent. Instead, at week 30, only $51,000 had been spent. 
Unlike the standard S-curve evaluation, the EVM variance is meaningful because it is based not simply 
on the budget spent but also on value earned. In other words, we are not only showing a negative 
variance in terms of money spent on the project but also in terms of value created (performance) of the 
project to date. A negative variance of $10,000 in budget expenditures may or may not signal cause 
for concern; however, a $17,000 shortfall in value earned on the project to date represents a variance 
that has serious consequences.
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